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To: President Nelson, Members of the Board of Education, and the Patrons of the Box Elder
School District:

State law requires that school districts publish, within five months of the close of each fiscal
year, a complete set of financial statements presented in conformity with generally accepted
accounting principles (GAAP) and audited by a firm of licensed Certified Public Accountants in
accordance with auditing standards generally accepted in the United States of America.
Pursuant to that requirement, we hereby issue the annual financial report of the Box Elder
School District (District) for the fiscal year ended June 30, 2005.

These statements are designed to meet the needs of a broad spectrum of readers of financial
statements and are divided into three major sections:

e Introductory section — Introduces the reader to the report and includes this transmittal letter,
the organizational chart of the District, the list of elected and appointed officials, and a map
of precincts of the Board of Education.

e Financial section — Consists of the independent auditor's report, management'’s discussion
and analysis, the basic financial statements, and combining and individual fund statements

and schedules.

« Statistical section — Contains substantial financial information, but presents tables that differ
from financial statements in that they present non-accounting data, cover several years, and
are designed to reflect social and economic data and financial and fiscal trends as well as

the fiscal capacity of the District.

internal controls. This report consists of management’s representations concerning the
finances of the District. Consequently, management assumes full responsibility for the
completeness and reliability of all of the information presented in this report. To provide a
reasonable basis for making these representations, management of the District has established
a comprehensive internal control framework that is designed both to protect the District's assets
from loss, theft, or misuse and to compile sufficient reliable information for the preparation of the
District's financial statements in conformity with GAAP. Because the cost of internal controls
should not outweigh their benefits, the District's comprehensive framework of internal controls
has been designed to provide reasonable, rather than absolute, assurance that the financial
statements will be free from material misstatement. -As management, we assert that, to the best
of our knowledge and belief, this financial report is complete and reliable in all material respects.

Independent audits. Wiggins & Co. P.C., a firm of licensed Certified Public Accountants, has
audited the District’s financial statements. The goal of the independent audit was to provide
reasonable assurance that the financial statements of the District for the fiscal year ended June
30, 2005 are free of material misstatement. The independent audit involved examining, on a
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test basis, evidence supporting the amounts and disclosures in *he financial statements:
assessing the accounting principles used and significant estimates made by management; and
evaluating the overall financial statement presentation. The independent auditor concluded,
based upon the audit, that there was a reasonable basis for rendering an unqualified opinion
that the District’'s financial statements for the fiscal year ended June 30, 2005 are fairly
presented in conformity with GAAP. The independent auditor's report is presented as the first
component of the financial section of this report.

The independent audit of the financial statements of the District was part of a broader, federally
mandated “Single Audit” designed to meet the special needs of federal grantor agencies. The
standards governing Single Audit engagements require the independent auditor to report not
only on the fair presentation of the financial statements, but also on the audited government's
internal controls and compliance with legal requirements, with special emphasis on internal
controls and legal requirements involving the administration of federal awards. These reports
are available in the District's separately issued Single Audit Report.

Management’s discussion and analysis. GAAP requires that management provide a
narrative introduction, overview, and analysis to accompany the basic financial statements in the
form of management'’s discussion and analysis (MD&A). This letter of transmittal is designed to
complement the MD&A and should be read in connection with it. The District's MD&A can be
found immediately following the report of the independent auditors.

District profile. The District was created by a resolution of the Box Elder County
Commissioners on June 20, 1907. The District is a legally separate entity enjoying all rights and
privileges accorded political subdivisions in the State of Utah. The District is fiscally
independent. Policymaking and legislative authority are vested in the Board of Education
consisting of five members. The Board of Education is responsible, among other things, for
developing policy, adopting the budget, levying taxes, incurring bonded debt, supervising
committees, and hiring both the superintendent and business administrator. The superintendent
and business administrator are responsible for carrying out the policies of the Board of
Education and oversee the day-to-day operations of the District. The Board of Education is
elected on a non-partisan basis. Board members serve four-year staggered terms with no more
than three board members elected every two years.

The maijor purpose of the District is to provide public education for those who reside within the
boundaries of the District, which are congruent with boundaries of Box Elder County. To
accomplish this purpose, as of Fall 2005, the District operates two traditional high schools
(grades 10-12), two middle schools (grades 8-9), two intermediate schools (grades 6-7), and 14
elementary schools (grades k-5). The District also operates four schools in the far western area
of the county, which are designated as Necessarily Existent Small Schools (NESS). These
schools have enroliments of 15 to 48 students and provide instruction for classes ranging from
kindergarten through tenth grade. In addition, the District operates an alternative high school,
Dale Young Community High School. The District serves approximately 10,600 students.

Budgetary control. The District adopts an annual budget for its funds. This budget acts as the
financial operating plan for the entire year. Revisions may be implemented during the year
authorizing a larger appropriation of available resources through a public hearing and approval
from the Board.

All annual appropriations lapse at fiscal year end with the exception of those indicated as a
reserve against the fund balance. During May of each year, the superintendent submits to the



Board a proposed operating budget for the next fiscal year commencing July 1%'. This budget
inciudes proposed expenditures and the means of financing them. Also included is the final
budget for the fiscal year ending June 30".

If the district does not propose to exceed the certified tax rage, a public hearing is held prior to
June 22" at which the budget is formally adopted by resolution of the Board after public input. If
the District proposes to exceed the certified tax rate the budget is formally adopted in August
when data is available to set the rates.

The District’s fiscal 2005 balances along with anticipated revenues are sufficient to meet the
fiscal 2005 budget as presented to the public in August of 2005.

Economic condition and outlook. The economic prospect for the District is largely dependent
on state aid, which provides 76% of general fund revenues. Since 1988 the State of Utah has
been able to end each fiscal year with a surplus. However, since fiscal year 2002, the rate of
Utah's economic growth has slowed. The economy of the state has been impaired by national
economic stagnation, slowing global economic growth, and an increasing jobless rate.

The taxable property values in the county have increased less than 3.5% over the past five
years. Other economic indicators for the county are similarly flat.

Student enroliment. The state school finance program for fiscal 2005 provided every Utah
school district with a basic operation program of $2,182 per weighted pupil unit (WPU)
(compared to $2,150 per WPU in fiscal 2004 and $2,132 per WPU in fiscal 2003) plus added
amounts for other special programs and grants. Enrollment has declined from a high of 11,320
in the October 1* count in 1993 to 10,587 in 2005 which is 58 higher than last year. Based on
information from Utah’s Bureau of Vital Records, enroliments should increase slightly next year.
Projections indicate that it will take several years to regain the 11,320 level.

Cash management and investments. The District utilizes the Utah Public Treasurer’s
Investment Fund (UPTIF) as a cash and investment pool that is available for use by all funds.
This is an external deposit and investment pool shared by various governmental entities in the
state in which monies are pooled to improve investment efficiency and yield. These funds are
invested primarily in money market securities and contain no withdrawal restrictions. As such,
the monies invested in this fund are not insured and are subject to the same market risks as any
similar investment in money market funds.

The Fund investments must comply with the provisions of the Utah Money Management Act.
This law requires the depositing of funds in a “qualified depository” which is defined as any
financial institution whose deposits are insured by an agency of the Federal government and
which has been certified by the Commissioner of Financial Institutions as meeting the
requirements of the Act and adhering to the rules of the Utah Money Management Council.

The Money Management Act also defines the types of securities allowed as appropriate
temporary investments for the District and the conditions for making investment transactions.
The District considers the actions of the Money Management Council to be necessary and
sufficient for adequate protection of its uninsured bank deposits.

Risk management. The District participates with an equity position in the Utah School Boards
Risk Management Mutual Insurance Association to cover its workers compensation risks.
Unemployment compensation is handled on a cost of benefits reimbursement basis with the



State of Utah. The District also participates in the State Risk Management system for property

- and liability insurance. This is a pooled arrangement where the participating entity’s annual
premiums are designed to pay claims and build sufficient reserves to aliow the system to protect
‘participants with its own capital. The pool reinsures excess Ioss to preserve the capital base.

Acknowledgements. We express our appreciation to everyone in the business department
who assisted in the preparation of this report. Special appreciation goes to Fred Burr of Wiggins
& Co. P.C. who assisted in this first-time preparation of the financial statements under the GASB
34 model. We also thank the members of the Board of Education for their interest and support
in conducting the financial affairs of the District in a responsible and progressive manner.

Respectfully submitted,
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INDEPENDENT AUDITORS' REPORT

To the Board of Education
Box Elder School District
Brigham City, Utah 84302

We have audited the accompanying financial statements of the governmental activities, the business-
type activity, the discretely presented component unit, each major fund, and the aggregate remaining
fund information of Box Elder School District, Utah (the "District"), as of and for the year ended June
30, 2005, which collectively comprise the District's basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the District's management. Our
responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards ,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activity, the discretely
presented component unit, each major fund, and the aggregate remaining fund information of Box Elder
School District as of June 30, 2005, and the respective changes in financial position and cash flows,
where applicable, thereof and the respective budgetary comparison for the General Fund for the year
then ended in conformity with accounting principles generally accepted in the United States of America.

Management's Discussion and Analysis is not a required part of the basic financial statements but are
supplementary information required by the Governmental Accounting Standards Board. We have
applied certain limited procedures, which consisted principally of inquiries of management regarding
the methods of measurement and presentation of the supplementary information. However, we did not
audit the information and express no opinion on it.

P.O. DRAWER 577 » 205 NORTH MAIN
BRIGHAM CITY, UTAH 84302 » (435) 723-8563 *» FAX (435) 723-8565



Our audit was made for the purpose of forming opinions on the financial statements that collectively
comprise the District's basic financial statements. The supplementary combining, nonmajor fund
statements listed in the table of contents are presented for purposes of additional analysis and are not a
required part of the basic financial statements. Such information has been subjected to the same
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
presented in all material respects in relation to the basic financial statements taken as a whole. The
introductory section has not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we express no opinion on it.

In accordance with Government Auditing Standards, we have also issued a report dated October 6,
2005, on our consideration of Box Elder School District's internal control over financial reporting and
our tests of its compliance with certain provisions of laws, regulations, contracts and grants. That report
is an integral part of an audit performed in accordance with Government Auditing Standards and should
- be read in conjunction with this report in considering the results of our audit.

Our audit was performed for the purpose of forming opinions on the financial statements that
collectively comprise the Box Elder School District basic financial statements. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional analysis as required
by OMB Circular A-133 and is not a required part of the basic financial statements of Box Elder School
District. Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic
financial statements taken as a whole.

e « (., P
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Management’s Discussion and Analysis

As the management of the Box Elder School District (District), we offer readers of the District’s financial
statements this narrative discussion, overview, and analysis of the financial activities of the District for the
fiscal year ended June 30, 2005. We encourage readers to consider the information presented here, in
conjunction with additional information that we have furnished in our letter of transmittal, which can be
found on pages 1 - 4 of this report.

Financial Highlights -

The District categorizes its revenues in three groups by source, federal, state, and local. Federal revenues
include categorical funding for special programs, grants, and other specifically designated purposes. State
revenues include categorical funding as described above, enrollment based funding using weighted pupil
units (WPU), and other funding which is distributed by various formulas designed to assure an equitable
allocation among all districts in the state. Local revenues are derived from property tax, tuition, other fees
and charges, and interest income.

Revenues from state sources have declined for the past two years. This is caused by the general condition of
the economy, and the declining enroliment of students in the District. In five of the last seven years, the
Board of Education has increased local property tax rates to maintain District programs. Since the 2000-
2001 school year, the Board has also eliminated 32 positions to compensate for the declining state revenues.

In 1993 the District issued $28,500,000 in General Obligation Bonds (1993 Series). The last three payments
on that issue were defeased by issuance of $10,885,000 in General Obligation Refunding Bonds on August 9,
2001. This action was taken to secure a more favorable interest rate on the indebtedness. The final payment
on that bonded debt will be made June 15, 2006.

At its meeting on July 21, 2004, the Board adopted a resolution forming a Municipal Building Authority
(MBA) for the purpose of issuing bonds, constructing a replacement elementary school for Young/Perry
Elementary, and leasing the building to the District. Lease payments will retire any bonds issued. Revenue
for the lease payments will come from the Capital Outlay Fund. When the General Obligation Bonds are
retired on June 15, 2006, the tax levy for the Debt Service Fund will expire. A portion of that levy will then
be imposed under the Capital Outlay Fund to fund the lease/purchase obligation to the MBA. At subsequent
meetings on August 18 and October 13, 2004, the Board and the MBA formalized those arrangements. Bids
totaling $6,920,614 for construction, site improvements, professional fees, and equipment relating to the
construction of the replacement school were accepted. In accordance with the terms of this contract, the
building was ready for occupancy at the beginning of the school year, August 25, 2005. Bonds in the amount
of $7,400,000 were sold on October 26, 2004.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District’s basic financial
statements. The District’s basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report also
contains other supplementary information in addition to the basic financial statements.

Government-wide financial statements. The Government-wide financial statements are designed to
provide readers with a broad overview of the District’s finances, in a manner similar to a private sector _
business.



The Statement of Net Assets presents information on all of the assets and liabilities of the District, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may serve
as a useful indicator of whether the financial position of the District is improving or deteriorating.

The Statement of Activities presents information showing how the net assets of the District changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise
to the change occurs, regardless of the timing of the related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g.
uncollected taxes and earned but unused vacation leave).

The Government-wide financial statements can be found on pages 14 and 15 of this report.

Fund financial statements. A fund is a group of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The District, like other state and
local governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. - All of the funds of the District can be divided into three categories: government funds,
proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported
as governmental activities in the government-wide financial statements. However, unlike the government-
wide financial statements, governmental fund financial statements focus on near-term inflows and outflows
of spendable resources, as well as on balances of spendable resources available at the end of the fiscal year.
Such information may be useful in evaluating the government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements,
it is useful to compare the information presented for governmental funds with similar information presented
for governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the government’s near-term financing decisions. Both the governmental
fund balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between governmental funds and governmental
activities.

The District maintains four individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for the general fund and the debt service fund, both of which are considered to be
major funds. Data from the other three governmental funds are combined into a single, aggregated
presentation. Individual fund data for each of these nonmajor governmental funds is provided in the form of
combining statements elsewhere in this report.

The District adopts an annual appropriated budget for its general fund. A budgetary comparison statement
has been provided for the general fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 16 — 22 of this report.
Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside the
governmental entity. Fiduciary funds are not reflected in the government-wide financial statement because

the resources of those funds are not available to support the District’s own programs.

The District uses an agency fund to account for resources held for student activities and groups. The basic
fiduciary fund financial statement can be found on page 23 of this report.
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Component unit. A Component Unit is a distinct legal entity separate from the District, the resource of
which is dedicated to furthering the interests of the District. These funds are not reflected in the
government-wide financial statements because the resources of those funds are not available at the District’s
discretion. However, since those resources are dedicated to furthering the interests of the District the
financial statements of the Box Elder County School District Foundation are presented as a component unit.

Notes to the financial statements. The notes provide additional information that is essential for a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 24 — 36 of this report.

Other information. The combining statements referred to in connection with nonmajor governmental funds
and internal service funds are presented immediately following the notes to the financial statements.
Combining and individual fund statements and schedules can be found on pages 40 - 44 of this report.

Government-wide Financial Analysis

As noted earlier, net assets may serve as a useful indicator of a government’s financial position over time.
The District assets exceeded liabilities by $48,165,122 at the close of the most recent fiscal year.

BOX ELDER SCHOOL DISTRICT'S Net Assets

Governmental Activities

2005 2004
Current and other assets $17,636,066 $ 19,376,254
Capital assets 44,795,292 45,645,690
Total assets 62,431,358 65,021,944
Other liabilities 10,052,941 10,691,084
Long-term liabilities outstanding 4,271,786 7,874,189
Total liabilities 14,324,727 18,565,273
Net assets:
Invested in capital assets, net of related debt 40,786,705 37,775,622
Restricted 3,473,336 6,659,835
Unrestricted 3,846,590 2,021,215
Total net assets $48,106,631 $ 46,456,672

The largest portion of the District’s net assets (85%) reflects its investment in capital assets (e.g. land, water
stock, buildings and improvements, furniture and equipment), less any related debt (general obligation bonds -
payable and obligations under capital leases less unspent bond proceeds) used to acquire those assets that is
still outstanding. The District uses these capital assets to provide services to students; consequently, these
assets are not available for future spending. Although the District’s investment in its capital assets is

reported net of related debt, it should be noted that the resources needed to repay this debt must be provided
from other sources, since the capital assets themselves cannot be used to liquidate these liabilities.

An additional portion of the District’s net assets (7.2%) represents resources that are subject to external
restrictions on how they may be used. The remaining balance of unrestricted net assets ($3,846,590) may be
used to meet the District’s ongoing obligations to students, employees, and creditors.



BOX ELDER SCHOOL DISTRICT'S Changes in Net Assets

Govemmental Activities

2005 2004
Revenues:
Program revenues:
Charges for services $ 3,115,534 § 2,830,845
Operating grants and contributions 24,597,390 21,774,086
Capital grants and contributions 111,847 1,278,389
General revenues:
Property taxes ' 14,632,863 14,596,203
Federal and state aid not restricted to
specific purposes 20,297,127 21,243,542
‘Earnings on investments 522,535 389,058
Miscellaneous 16,436 15,619
Total revenues 63,293,732 62,127,742
Expenses:
Instructional services 38,465,216 35,781,190
Supporting services:
Students 1,880,514 1,854,898
Instructional staff 1,568,135 1,508,721
District administration 693,956 643,720
School administration 3,690,921 3,586,920
Business ' 560,171 308,603
Operation and maintenance of facilities 6,366,449 6,083,166
Transportation 2,976,246 2,716,446
Central services 8,647 215,474
Community services 1,205,429 1,257,764
School lunch services 3,476,503 3,181,434
Capital outlay 278,195 668,983
Interest on lohg-term liabilities 473,391 634,145
Total expenses 61,643,773 58,441,464
Excess of revenues over expenditures . 1,649,959 3,686,278
Increase in net assets 1,649,959 3,686,278
Net assets-beginning 46,456,672 42,770,394
Net assets-ending ’ $48,106,631 $ 46,456,672

The unrestricted net asset amount has been designated for the following purposes:

e Designation for undistributed reserve of $1,670,000 or 3.3% of general fund budgeted revenues. As
allowed by state law, the District has established an undistributed reserve within the general fund which
is set aside for contingencies or possible reductions in state funding. These funds are not to be used in
negotiation or settlement of contract salaries. The maintenance of a sufficient reserve is a key credit
consideration in the District’s bond rating.

o Reservation for program designations of $2,927,428. Net assets within the general fund are reserved to
pay for commitments at June 30, 2005 that will be reappropriated and honored during the subsequent
year.

e Post employment healthcare benefit obligation. The District provides healthcare benefits for eligible
retired employees. This benefit is recorded as an expense as healthcare premiums are paid. Certain
employees who elect to retire early under the District’s early retirement program receive healthcare
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benefits up to four years. The District estimates its healthcare obligation for early retirees is $983,472 as
of June 30, 2005. '

At the end of the current fiscal year, the District is able to report positive balances in all three categories of
net assets, both for the District as a whole, as well as for its separate govemmental activities. This status is
consistent with that of the prior fiscal year.

The total net assets of the District increased by $1,649,959 during the fiscal year. Of that amount $418,384
is due to an increase in receivables. The remaining amount is a result of the decrease in long-term liabilities.

Financial Analysis of the District’s Funds

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

The focus of the District’s governmental funds is to provide information on near-term inflows, outflows, and
balances of spendable resources. Such information is useful in assessing the District’s financing
requirements. The unreserved fund balance is divided between designated balances and undesignated
balances. The District has designated portions of the unreserved fund balance to restrict resources for certain
government-wide liabilities and post employment obligations that are not recognized in the governmental
funds. State law requires that undesignated balances in the general fund be appropriated in the following
year’s budget. Fund balances of capital projects and other governmental funds are restricted by state law to
be spent for the purpose of the fund and are not available for spending at the District’s discretion.

The General Fund is the chief operating fund of the District. At the end of the fiscal year, the unreserved and
undesignated fund balance was $16,291 while the total fund balance was $4,613,719. The unreserved and
undesignated fund balance decreased by $678 while the total fund balance increased by $571,891 during the
current fiscal year. Key factors in this growth are as follows:

. The decrease in unreserved and undesignated fund balances reflects the economic constraints of state
funding and local tax revenues.
. The increase in total fund balance is a result of encumbrances for program expenditures.

Expenditures for general District purposes totaled $51,657,985, which is an increase of 4.6% over the
previous year. This increase was due to the increase in health insurance premiums and salary increases.
Instructional services represent 67.3% of general fund expenditures.

General Fund salaries totaled $32,169,514 while the associated fringe benefits of retirement, social security,
unemployment, worker’s compensation, and health and accident insurance added $12,875,540, which is
85.7% of general fund expenditures.

The Capital Projects Fund has a total balance of $838,606, all of which is restricted for acquisition of capital
assets and purchase of supplies and related expenditures. The fund balance decreased significantly during
the year due to a $1,500,000 transfer to the General Fund.

The Debt Service Fund has a total fund balance of $732,897, all of which is reserved for the payment of debt
service on general obligation bonds. The fund balance decreased during the year primarily because of a
change in the tax rate, which generated less revenue.

The School Lunch Special Revenue Fund balance of $734,122 includes $153,715 for inventories. The entire
balance is restricted to the school lunch program.
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The Box Elder County School District Foundation received contributions of $40,870 during the year to assist
various school programs.

General Fund Budgetary Highlights

The difference between the original budget and the final amended budget was $494,671 or .95% of total
general fund expenditures.  During the year, the final revenues fell short of original budgetary estimates by
$498,327 or 97%

Capital Asset and Debt Administration

Capital Assets. The capital projects fund is used to account for the costs incurred in acquiring and
improving sites, constructing and remodeling facilities, and procuring equipment necessary for providing
educational programs for all students within the District.

The District operates schools in twenty four locations with administrative and maintenance facilities at three
separate sites. These buildings total more than 1,613,139 square feet and are spread across an area of 5,594
square miles, or, more than the five smallest states. These structures and their additions have construction
dates ranging from 1912 to 2005. '

Additional information on the District’s capital assets can be found in Note 4 to the basic financial
statements. :

Debt Administration.

The general obligation bonded debt of the District is limited by state law to 4% of the fair market value of the
total taxable property in the District. The legal debt limit at June 30, 2005, is $84,246,308. General
obligation debt at June 30, 2005 was $3,800,000, resulting in a legal debt margin of $80,446,308.

Additional information on the District’s long-term debt can be found in Note 5 to the basic financial
statements.

Changing Enrollment within the District

The components of changing enrollment are migration and the kindergarten-to-grade-12 (K-12) differential.
The K-12 differential is the variance in the number of kindergarten students entering and the number of grade
12 students leaving the District in a given year.

Enrollment in the District has been consistently declining since 1993, from a high of 11,320 to the present
level of 10,587, which is slightly higher than last year. Present projections show that enrollment will remain
relatively flat for a time before beginning a gradual increase. If current birth and migration trends remain
constant, student population may increase to the 1993 enrollment of 11,320 in the next five to seven years.
Any increase in student population will also increase basic funding from the state.

Requests for Information

This financial report is designed to provide a general overview of the Box Elder School District’s finances
for all those with an interest in such matters. Questions concerning any of the information provided in this
report or requests for additional financial information should be addressed to the Office of the Business
Administrator, Box Elder School District, 960 South Main, Brigham City, Utah 84302-3162.
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Assets:
Cash and cash equivalents
Investments
Receivables:
Property taxes
Accounts
Intergovernmental
Due from other funds
Inventories
Prepaid expense
Restricted cash and cash equivalents
Bond issuance costs, net
Bond refunding- deferred charges
Capital assets:
Land, construction in progress, and water stock
Other capital assets, net of depreciation
Total assets

Liabilities:
Accounts payable
Due to other funds
Deposits payable
Accrued interest
Accrued salaries and benefits
Noncurrent liabilities:
Due within one year
Due in more than one year
Total liabilities

Net Assets:
Invested in capital assets, net of related debt
Restricted for:
School lunch
Non K-12 programs
Capital projects
Building Reserve
Debt service
Endowments
Unrestricted
Total net assets

BOX ELDER SCHOOL DISTRICT
STATEMENT OF NET ASSETS
JUNE 30, 2005

Primary Government

Governmental Business-Type : Component
Activities Activities Total Unit
$ 15,735,486 $ - $ - 15,735486 $ 177,174
33,687 - 33,687 108,393
176,588 - 176,588 -
938,245 - 938,245 -
493,199 - 493,199 -
153,715 - 153,715 -
12,729 - 12,729 -
- 1,548,911 1,548,911 -
19,552 86,525 106,077 -
72,865 - 72,865 -
2,624,973 6,584,184 - 9,209,157 -
42,170,319 - 42,170,319 -
62,431,358 8,219,620 70,650,978 285,567
597,835 267,930 865,765 38,780
- 493,199 493,199 -
834,319 - 834319 -
7,920 - 7,920 -
4,604,280 - 4,604,280 -
4,008,587 - 4,008,587 -
4,271,786 7,400,000 11,671,786 -
14,324,727 8,161,129 22,485,856 38,780
40,786,705 58,491 40,845,196 -
734,122 - 734,122 -
178,677 - 178,677 -
838,606 - 838,606 -
989,034 - 989,034 -
732,897 - 732,897 -
- - - 68475
3,846,590 - 3,846,590 178,312
$ 48,106,631 $ 58,491 $ 48,165,122 $ 246,787

The notes to the financial statements are an integral part of this statement.

14 :



‘JUBWREYS ST JO 3red [RISSUT UR SJB S)USIISIE)S |EIOUBUL A1) O} SAJOU SYL

uogepuno4 19p[g xog

Jun wauodwo))

juaunuaAof Arewnd (o
Auoyny Suipjing [edioluniy

:saniAnoe adfy-ssamsng

SIIANDE [BUSWLIA03 [0
S3aN1IqEY] uLR)-3uo| Uo 3SIUY
Aepno ejide)
$IDJAL3S Youn| [00Yog
$90[AJ38 AuUnuno)
[eQuay
uoyeyodsues ],
S3[1{198] JO AouBUMUIEWL pup uonesadQ
ssaunsng
uonensiuluIpe jooYss
uoneysiulwpe LI
J3€IS [BUOONGSU]
sjuapnyg
:5301A33s Bunoddng
S3DIAIIS [RUONONRSU]

159NIALOB [BIUSUILIZACD)

L8L'9¥T $ TTIS91'sy § 167'8S 1699018y § 8uipus - gAssR 10N
9£T6£T 7L9°9Sh'9Y - 7L9°95h°0p BunnnBaq - Hasse 1oN
18§°L 0Sv'80L’] 16¥°8S 656°6¥9°1 5)asse jau uj aduey)
965°9 TSY'LTS'SE 16v8§ 196'894°S€ 5anUaA3I [BI3uad Bj0L
9659 9EV'91 - 9£¥°91 SNO3UE||JISTN
- 970°18$ 161'8S SESTTS SJUUNSIAYY UO SHUFLIRY
- LTI'L6T'0T - LTIL6T0T sasodind oy10ads 6} pajoLysal jou ple ALS PUB [RISPI]
- ELTYOL'T - ELTVOL'T Aepno [eyde)
- 00Z°989°€ - 00Z°989'¢ A5 193d
- 181°680°1 - 181°680°1 uohjgalay
- [3 74 214 - 374714 uopEpodsuBly,
- 99%°TL8'9 - 99v°TL8'9 sosodind [1suan
:10J paias] saxey Auadoig
ISINUIAAL [RIUD)
§66 - “geseol - 855101
" - - - LY8'TIT 06£°L6S'FT vESSIT'E ELL'EVY19
- (z00'618°¢€) - (z00°618°€€) L8111 06£°L6S¥T VES'STI'E ELL'EVI'19
- (T6€°ELY) - (16€°eLy) - - - 16€°€LY
- (8v£°991) - (8v€°991) LY8 111 - - S61'8LT
- (986°022) - (986°020) - 8Y0°TES'T 69V'€ZE'l £0S'9LY'E
- (zog'910°1) - (Zog'910°1) - - LTT1'681 6T¥'SOT'1
- (Lye's) - (Ly9's) - - - Lv9'8
- (Lvy'e06) - (Lvv*€06) - 66L°2L0'T - IWTILET
- (r$6'692°9) - (¥56'697°9) - - S6¥°96 6v¥'99€'9
- (1L1°099) - (1L1°096) - - - 1L1°09§
- (126'069'€) - (126°069€) - - - 126'069'€
- (0¥'6£9) - (90+'6€9) - 055°vS - 956669
- (ge8°86€) - (££8'86€) - ToE'691°1 - SE1°895°1
- (r19°L¥0'1) - r19°Ly0°'D) - S1S°00L SSETEL p15°088'1
- $ (z86'Tey'sl) § - (Z86'zzr'sL) § - $ 9L1°899°81'S  BSOWLE'T §  9IT'S9'8ES
uonepunoy Wmsiq [ELTR SoMARDY SaNIARDY suonnqIyuo) suonnqLIuo) SINAIG sasuadxg
|ooyog 19p]g xog adKy-ssouisng JejusunLSACn pue puE sjuzIp) 305 seflrey) -
nun yuauodwo) JUSUNLISAOD AJewng sjueln ende) Bunwadp
S198sY JaN ut saduey)) pur snuaAsy (suadx) PN SaNUAASY weaboag

$00T ‘0€ ANNS AIANT YVIX GHL Y04

SALLIALLDYV JO INAWILVIS
LONLSIAd TOOHOS YA 1T X0

suondun

15



Assets: )

Cash and investments
Accounts receivable
Intergovernmental receivable
Due from other funds
Prepaid expenses
Inventory

Total assets

Liabilities and fund balances:
Liabilities:
Accounts payable
Deposits payable
Accrued salaries and benefits
Deferred revenue

Total Liabilities

Fund Balances: -
Reserved for:
Inventories
Unreserved:
Designated for:
Undistributed reserve
Program designations

Undesignated, reported in: -
Unappropriated fund balance

Total fund balances

BOX ELDER SCHOOL DISTRICT
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2005
Other Total
Debt Capital Governmental Govemnmental
General Service Projects Funds Funds
$ 10,606,062 $1,594,871 $1477,739 $ 2,090,501 $ 15,769,173
128,384 6,943 15911 25,350 176,588
859,573 - - 78,672 938,245
493,199 - - 493,199
- - 12,729 - 12,729
- - - 153,715 153,715
$ 12,087,218 $ 1,601,814 $1,506379 $§ 2,348,238 $ 17,543,649
$ 497,738 § - $ 3583 § 64,264 $ 597,835
834,319 - - - 834,319
4,475,128 - - 129,152 4,604,280
1,666,314 868,917 631,940 252,989 3,420,160
7,473,499 868,917 667,773 446,405 9,456,594
- - - 153,715 153,715
1,670,000 - - - 1,670,000
2,927,428 - - 1,072,296 3,999,724
16,291 732,897 838,606 675,822 2,263,616
4,613,719 732,897 838,606 1,901,833 $ _ 8,087,055
$1,601,814 $1,506379 $ 2,348,238 $ 17,543,649

Total liabilities and fund balances § 12,087,218

The notes to the financial staements are an inegral part of this statement.
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BOX ELDER SCHOOL DISTRICT
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS
‘ JUNE 30, 2005

Amounts reported for governmental activities in the statement of net assets are different
because:

Total fund balance - governmental funds $ 8,087,055
Capital assets used in governmental activities are not financial resources and, therefore, are not
reported in the funds. The cost of the assets is $84,978,139 and the accumulated depreciation is
$40,182,847. 44,795,292

Property tax revenue is recognized when earned (claim to resources established) rather than
when available. A portion of the deferred property tax revenue is not available. 3,420,160

Interest is recognized when incurred, rather than when paid. Accrued interest for general
obligation bonds is $7,290. (7,920)

Bond issue costs are reported as expenditures in the governmental funds. The cost is $78,209
and accumulated amortization is $58,657 . 19,552

Bond refunding deferred charges are reported as expenditures in the governmental funds. The

cost is $291,459 and the accumulated amortization is $218,594 . 72,865
Long-term liabilities, including bonds payable, are not due and payable in the current period

and therefore are not reported in the funds. (8,280,373)
Total net assets - govemrhenta] activities ' $ 48,106,631

The notes to the financial statements are an itegral part of this statement.
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BOX ELDER SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
' ' GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2005
Other Total
Debt Capital Governmental Governmental
General Service Projects Funds Funds
Revenues:
Property taxes $ 7,055299 $ 3,679,060 § 2,675,680 $ 1,071,176 § 14481215
Charges for services 980,563 - 63,815 1,657,296 2,701,674
Eamings on investment 225,989 79,346 73,082 48,368 - 426,785
Other revenue 115,930 B 33,687 - 149,617
State aid 38,432,128 - 78,160 986,769 39,497,057
Federal aid 3,919,967 - - 1,625,968 5,545,935
Total revenues 50,729,876 3,758,406 2,924 424 5,389,577 62,802,283
Expenditures:
Current: )
Instructional services 35,447,871 - - 770,309 36,218,180
Supporting services:
Students 1,880,514 - - - 1,880,514
Instructional staff 1,305,477 - - 261,071 1,566,548
General administration 575,584 - - 74,276 649,860
School administration 3,460,135 - - - 3,460,135
Business 531,420 - - - 531,420
Operation and maintenance of facilities 5,626,788 - . 425,000 14,867 6,066,655
Student transportation 2,830,196 - - - 2,830,196
Central services - - - ’ - -
Community services - - - 1,205,429 1,205,429
School lunch services - - - 3,084,124 3,084,124
Facilities acquisition/construction - - 2,138,062 - 2,138,062
Debt service: _
Principal retirement - 3,620,000 145,730 - 3,765,730
Interest and fiscal charges - 374,000 7,016 - 381,016
Other . - 7,500 - - 7,500
Total expenditures ‘ 51,657,985 4,001,500 2,715,808 5,410,076 63,785,369
Excess (deficiency) of revenues
over (under) expenditures (928,109) (243,094) 208,616 (20,499) (983,086)
Other financing sources (uses):
. Insurance proceeds - - 2,860 - 2,860
Proceeds from capital lease : - - - - -
Sale of fixed assets - - 54,270 - 54,270
Operating transfers in 1,500,000 - - - 1,500,000
Operating transfers out - - (1,500,000) - (1,500,000)
Bond proceeds ’ - - . - - -
Bond refunding and related costs . - - - - - -
Total other financing sources (uses) - 1,500,000 - (1,442,870) - 57,130

Net change in fund balances 571,891 (243,094) (1,234,254) (20,499) (925,956)
Fund balances - beginning 4,041,828 975,991 2,072,860 1,922,332 9,013,011
Fund balances - ending $ 4,613,719 $§ 732,897 % 838,606 $ 1,901,833 $ 8,087,055

The notes to the financial statements are an integral part of this statement.
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BOX ELDER SCHOOL DISTRICT
RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2005

Amounts reported for governmental activities in the statement of activities are different because:

Net change in fund balances-total governmental funds

Governmental funds report capital outlays as expenditures. However, in the statement of activities, assets
with an initial, individual cost of more than $5,000 are capitalized and the cost is allocated over their
estimated useful lives and reported as depreciation expense. This is the amount by which capital outlays
exceeded depreciation in the current period.

Capital outlays $ 1,859,867
Proceeds from sales of capital assets (8,016)
Depreciation expense (2,702,249)

Fixed assets acquired by capital leases are shown as expenditures and other financing sources in the
govemnmental funds. Equipment financed by the capital lease has been expensed since it is below the
District's capitalization threshold. However, the principal payments on the capital lease must be removed
from the statement of activities and applied to the lease liability. Interest expense is reported as it accrues;
however, the July amount was prepaid in June and therefore no accrued interest has been reported.

Other financing source - capital lease -
Interest expense - capital leases -
Principal payments of capital leases 145,730

The governmental funds report bond proceeds as an other financing source, while repayment of bond
principal is reported as an expenditure. Also, governmental funds report the effect of issuance costs and
premiums as other financing sources and uses, whereas these amounts are deferred and amortized over the
life of the bonds in the statement of activities. Interest is recognized as an expenditure in the governmental
fund when it is paid, whereas in the statement of activities interest is recognized as it accrues, regardless of
when payment is made. The net effect of these differences in the treatment of general obligation debt and
related items is as follows:

General obligation refunding bond proceeds -
Payment to refunded bond escrow agent -
Bond refunding-deferred charges (72,864)
Repayment of bond principal 3,620,000
Notes/ Land Payable -
Interest expense - general obligation bonds 7,539
Amortization of bond issuance costs (19,552)
Amortization of bond premium 95,751

Property tax revenues received prior to the year for which they are being levied are reported as deferred
revenue in the governmental funds. However, they are recorded as revenue in the statement of activities.
Deferred property tax revenues increased during the year.

In the statement of activities, certain operating expenses, such as, compensated absences, special post
employment benefits and claims, are measured by the amounts earned during the year. In the governmental
funds, expenditures for these items are measured by the amount of financial resources used (essentially, the
amounts actually paid). During 2005, compensated absences payable decreased by $4,108, post employment
benefits payable increased by $506,046.

Changes in net assets of governmental activities

The notes to the financial statements are an integral part of this statement.
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BOX ELDER SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2005

Revenues:
Property taxes
Charges for services
Earnings on investments
Other '
State aid
Federal aid

Total revenues

Expenditures:
Current:
Instructional services

Supporting services:
Students
Instructional staff
General administration
School administration
Business
Operation and maintenance of facilities
Student ﬁansportation
Central services
Debt service:
Principal retirement
Interest and fiscal charges
Other
Total expenditures
Excess of revenues over expenditures

Other financing sources (uses):
Transfer in
Transfer out
Net change in fund balances

Fund balances - beginning
Fund balances - ending

Variance with

Final Budget -
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
$ 6,957,940 $ 6,957,940 § 7,055299 § 97,359
1,110,000 " 945,000 980,563 35,563
160,000 195,000 225,989 30,989
390,150 1,100,000 115,930 (984,070)
38,840,113 38,292,320 38,432,128 139,808
3,770,000 3,770,572 3,919,967 149,395
51,228,203 51,260,832 50,729,876 (530,956)
35,325,322 35,886,837 35,447,871 438,966
1,912,051 1,929,891 1,880,514 49,377
1,273,123 1,533,940 1,305,477 228,463
622,240 585,730 575,584 10,146
3,465,677 3,481,153 . 3,460,135 21,018
514,448 526,944 531,420 (4,476)
6,128,637 5,760,578 5,626,788 133,790
2,806,705 2,837,801 - 2,830,196 7,605
52,048,203 52,542,874 51,657,985 884,889
(820,000) (1,282,042) (928,109) 353,933
700,000 1,400,000 1,500,000 100,000
- '(120,000) - 120,000
(120,000) (2,042) 571,891 573,933
4,041,828 4,041,828 4,041,828 -
$ 3,921,828 $ 4,039,786 $ 4,613,719 § 573,933

The notes to the financial statements are an integral part of this statement.
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® BOX ELDER SCHOOL DISTRICT

® STATEMENT OF REVENUE, EXPENSES, AND CHANGES IN NET ASSETS

PROPRIETARY FUNDS

o FOR THE YEAR ENDED JUNE 30, 2005

®

® Business-type

' Enterprise

: Fund-
Municipal

® Building

| ' Authority

® Operating revenues:

Charges for sales and services:
® Lease revenue $ -
o Other services : -
® Total operating revenues -
®
® Operating expenses:

Municipal Building Authority management -
® Depreciation -
@ Total operating expenses : -
® Operating income -
® Nonoperating revenues (expenses):
® Intergovernmental -
o Investment earnings 58,491
o Interest and fiscal charges -

Bond issuance costs amortization -
@

Gain (Loss) on sale of fixed assets -
® Total nonoperating revenue (expenses) 58,491
® Income before contributions and transfers 58,491
®
® Transfers in -

Transfers out _ -
® Change in net assets : 58,491
® Total net assets - beginning -
(] Total net assets - ending $ 58,491
®
®
®
®
®
® , |
® The notes to the financial statements are an integral part of this statement.
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BOX ELDER SCHOOL DISTRICT
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2005

Business-type
Enterprise Fund
Municipal Building
Authority
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and users 3 -
Payments to suppliers -
Payments to employees -
Other receipts -
Net cash provided by operating activities -
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Tranéfcr out to other funds -
Net cash used by noncapital financing activities -
CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES ‘
Payments for acquisition of capital assets (6,316,254)
Proceeds from lease revenue bonds 7,400,000
Proceeds from short term interfund loan 493,199
Payments for bond issuance costs (86,525)
Principal payments on lease revenue bonds -
Interest paid on lease revenue bonds -
Net cash provided (used) from capital and related financing
activities 1,490,420
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 58,491
Net cash provided from investing activities 58,491
Net increase (decrease) in cash and cash equivalents 1,548,911
Cash and cash equivalents beginning of year .-
Cash and cash equivalents end of year $ 1,548,911

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET
CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES:
Operating income . $ -
Adijustments to reconcile operating income (loss) to net cash provided
by (used in) operating activities:
Depreciation and amortization expense -
Change in assets and liabilities:
Accounts receivable -
Accounts payable -
Accrued payroll liabilities -
Obligation for compensated absences -

Net cash provided by (used in) operating activities $ -

The notes to the financial statements are an integral part of this statement.
22




N

0000000000000 0000000000000000 O ¢

BOX ELDER SCHOOL DISTRICT

STATEMENT OF FIDUCIARY NET ASSETS

Assets:
Cash and cash equivalents
Accounts receivable
Due from other governments

Deposits receivable

Liabilities
Deposits
Accounts payable
Intergovernmental payable
Due to student groups
Total liabilities

AGENCY FUNDS
JUNE 30, 2005
Student
Agency Activities
Fund Fund Total
$ 325047 $ 549699 $§ 874,746
36,882 - 36,882
75,007 - 75,007
- 834,319 834,319
$ 436936 $ 1384018 $ 1,820,954
$ - 8 88,946 $ 88,946
161,619 24,989 186,608
275,317 - 275,317
- 1,270,083 1,270,083

$ 436,936 $

1,384,018

5 1820054

The notes to the financial statements are an integral part of this statement.
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NOTE 1.

BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Box Elder School District is located in the north-central and north-western portion of the State of Utah. It was
organized by State Statute and serves the citizens of Box Elder County. The District provides educational and related
services.

The financial statements of Box Elder School District have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to government units. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting
principles. The more significant of the District's accounting policies are described below.

A. Reporting Entity

The accompanying financial statements include the School District, which is a political subdivision with
corporate powers created under Utah State law, and its blended component unit, the Municipal Building
Authority of Box Elder School District, collectively referred o as the financial reporting entity. As required by
generally accepted accounting principles (GAAP), these financial statements present Box Elder School District
(referred to as the "primary government” for reporting purposes). Box Elder School District Foundation is a
discrete component unit, although a legally separate entity, of Box Elder School District.

The Municipal Building Authority of Box Elder School District is governed by a seven-member board which is
the Board of Education. It's sole purpose is to finance and construct the District's public facilities. The financial
statements of the Municipal Building Authority of Box Elder School District are included in the accompanying
financial statements as a blended component unit.

Box Elder School District Foundation is a separate but affiliated, self-sustaining, not-for-profit organization. The
Foundation was established to provide support for the Box Elder School District, its faculty and students, and to
promote, sponsor and carry out educational, scientific, charitable and related activities and objectives within the
Box Elder School District. It is govemned by a board of directors made up of 15 individuals. The Foundation is
considered to be a component unit of the District because the purpose of the Foundation is to exclusively, or
almost exclusively, benefit the District by soliciting contributions and managing the funds. The Foundation has
an audit performed annuaily, separate from the District. A copy of that audit report can be obtained by writing to
the Box Eider School District Foundation, 960 South Main, Brigham City, Utah 84302.

B. Government-wide and Fund Financial Statements

Government-wide Financial Statements. The government-wide financial statements (i.c., the statement of net
assets and the statement of activities) report information on all of the nonfiduciary activities of the District. For
the most part, the effect of interfund activity has been removed from these statements. Governmental activities,
which normally are supported by taxes and intergovernmental revenues, are reported separately from business-
type activities, which rely to a significant extent on fees charged to external parties for goods or services.

Fund Financial Statements. Separate financial statements are provided for governmental funds and fiduciary
funds, even though the latter are excluded from the government-wide financial statements. Major individual
governmental funds are reported in separate columns in the fund financial statements. The remaining
governmental funds are combined into a single column and reported as other (nonmajor) funds.
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NOTE 1.

BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the accounts and
reported in the financial statements. Basis of accounting relates to the timing of the measurements made.,
regardless of the measurement focus applied.

Government-wide Financial Statements. The government-wide financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting. Revenues are recorded when
eamed and expenses are recorded when a liability is incurred, regardiess of the timing of related cash flows.
Property taxes are recoghized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

The use of financial resources to acquire capital assets are capitalized as assets in the government-wide financial
statements, rather than reported as an expenditure. Proceeds of long-term debt are recorded as a liability in the
government-wide financial statements, rather than as an other financing source. Amounts paid to reduce long-
term debt are reported as a reduction of the related liability, rather than as an expenditure in the government-
wide financial statements.

Governmental Fund Financial Statements. Governmental fund financial statements are reported using the
current financial resources measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. "Measurable” means that amounts can be
reasonably determined within the current period. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period. For this
purpose, the District considers revenues to be availabie if they are collected within 60 days of the end of the

current fiscal period.

Property taxes are recorded when levied. Property taxes which have not been collected within 60 days, and
therefore do not meet the "available” criterion, are reported as deferred revenue until collected. Anticipated
refunds of such taxes are recorded as liabilities and reductions of revenue when they are measurable and their

validity seems certain.

Minimum school program revenues and other revenues from the Utah State Office of Education are considered
"measurable” and recognized as revenue when available and remitted to the District in time to be used to pay
current obligations. Grant revenue is recognized when qualified expenditures are incurred and a contractual
claim exists with the grantor agency. All other revenue items are considered to be measurable and available only

when cash is received by the District.
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NOTE 1.

BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Expenditures generally are recorded when a liability is incurred, as under accrual accounting. Exceptions to this
general rule include principal and interest on long-term debt as well as expenditures related to compensated
absences, post employment benefits and arbitrage rebates which are recognized only when payment is due.

The District reports the following major governmental funds:

General Fund - This fund accounts for all activities not accounted for by other funds of the District and is the
principal fund. The main sources of revenue for this fund are property taxes and minimum school programs
funded by the Utah State Office of Education.

Debt Service Fund - The Debt Service Fund is used to account for the accumulation of resources for, and the
payment of, long-term debt principal, interest, and related costs.

Capita! Projects Fund - The Capital Projects Fund is used to account for financial resources to be used for the
acquisition, construction, or maintenance of major capital projects.

The District's nonmajor governmental funds include other special revenue funds and the Building Reserve Fund.
The nonmajor special revenue funds account for specific revenue sources that are legally restricted to
expenditures for specified purposes.

Proprietary Fund Financial Statements. Proprietary funds include enterprise funds. Enterprise funds report
the activities for which a fee is charged to external users for goods or services. The financial statements of the
proprictary funds are reported similar to the government-wide financial statements in that they both use the
economic resources measurement focus and the accrual basis of accounting.

Proprietary funds distinguish between operating and nonoperating revenues and expenses. Operating revenues
and expenses result from providing goods and services relating to the primary operations of the proprietary fund.
Other revenues and expenses are reported as nonoperating.

The Municipal Building Authority of Box Elder School District is the only proprietary fund reported in the
financial statements. The MBA Fund accounts for the activity and operations of leasing and constructing public
facilities.

Fiduciary Fund Financial Statements. The District has two fiduciary funds - Student Activities Agency Fund
and regular Agency Fund. Agency Funds are used to account for assets held by the District as an agent for other
governments, private organizations, or individuals. Agency Funds are accounted for using the accrual basis of
accounting, but due to their custodial nature (assets equal liabilities) do not present results of operations or have
a measurement focus.

Amounts reported as program revenues include 1) charges to students for tuition, fees, rental, material, supplies,
or services provided, 2) operating grants and contributions, and 3) capital grants and contributions. Internally
dedicated resources are reported as general revenues rather than as program revenues. Likewise, general
revenues include all property taxes.

. Budgets

‘Budgets are legally adopted on a basis consistent with generally accepted accounting principles. Annual

appropriated budgets are adopted for funds. All annual appropriations lapse at fiscal year end.

The District operates within the budget requirements as specified by State law. The financial reports reflect the
following budgetary standards.
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NOTE 1.

. BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

1. In May of each year, the District Superintendent submits to the Board a proposed operating budget for
the next fiscal year commencing July 1. This budget includes proposed expenditures and the means of
financing them. A final budget for the current year, ending June 30th, is also included.

2. The tentative budget is made available for public inspection at least ten days prior to a public hearing
on adoption of the final budget.

3. If the budget does not propose to exceed the certified tax rate, a public hearing for taxpayer input is
held prior to June 22nd of each year. The budget is then iegaily adopted by resolution of the Board. If
the budget proposes a rate that exceeds the certified tax rate, the budget is formally adopted in August,
when data is available to set new rates.

4.  Once adopted, the budget can be amended by subsequent Board action. Reductions in appropriations
can be approved by the Board, but increased appropriations in the governmental funds require a public
hearing prior to amending the budget. Budgets may be increased provided that notice of such action is
published seven days before the meeting. The budgetary information presented is the final amended

budget.

S.  Minor interim adjustments in estimated revenue and appropriations during the year ended June 30,
2005, have been included in the final budget approved by the Board, as presented in the financial

statements.

6.  Encumbrance accounting is employed in the governmental funds. Encumbrances (e.g., purchase orders
and contracts) outstanding at year end are reported as a designation to the fund balances and do not
constitute expenditures or liabilities because the commitments will be reappropriated and honored

during the subsequent year.

7. As determined by State law, the level for which expenditures may not legally exceed appropriations is
the total budget of a given department or fund.

8. Negative variances in total revenues and positive variances in total expenditures are largely a result of
federal and state program revenues and related expenditures that do not have a direct impact on the
undesignated fund balance. Budgets generally assume that expenditure of all available resources.
Therefore, when the budget is prepared, it is assumed that these funds will not have a carryover or
revenue to a subsequent year. Program revenue received, but not spent, is restricted and deferred to
the subsequent fiscal year. As a result, overall fund revenue variances will be negative, and overall

fund expenditure variances will be positive.

E. Cash and Cash Equivalents and Temporary Investments

Unrestricted cash balances of all funds are combined to form a pool of cash and investments which is managed
by the Business Administrator in accordance with the Utah Money Management Act. Income from the
investment of pooled cash is allocated based upon each fund's portion of the pool. Restricted cash consists of
that portion of pooled cash that is restricted for a specific use due to constraints imposed by external parties or
enabling legislation, or is cash held in trust in compliance with bond covenant, terms and conditions. When both
restricted and unrestricted sources are available for use, it is the District's policy to use restricted resources first,

then unrestricted resources as they are needed.
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NOTE 1.

BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments are recorded at fair value based upon quoted market prices as of June 30, 2005, except where there
is no material difference between cost and fair value. The difference between the purchase price and market
price when material is recorded as interest income.

A statement of cash flows is presented for proprietary funds under the direct method. For purposes of the
statement of cash flows, the fund's allocated portion of pooled cash and investments is considered to be cash and
cash equivalents, since this amount is immediately available for use by the fund. ‘

Interfund transactions

Interfund transactions represent transactions between different funds within the District. In general, interfund
activity has been eliminated from the government-wide financial statements in an effort to minimize the
doubling-up of revenues and expenses resulting from such transactions.

Private-sector Standards of Accounting and Financial Reporting

The District generally applies to the govemment-wide financial statements all Financial Accounting Standards
Board (FASB) Statements and Interpretations, APB Opinions, and Accounting Research bulletins issued on or
before November 30, 1989, to the extent that those standards do not conflict with or contradict guidance of the
Governmental Accounting Standards Board (GASB). The District has elected not to follow private-sector
guidance subsequent to that date.

Capital Assets

Capital assets include land, buildings, improvements other than buildings, leasehold improvements, furniture,
fixtures and equipment, vehicles, infrastructure (roads, bridges, lighting and flood control) and construction in
progress. These assets are reported in the government-wide financial statements in the relevant column on the
Statement of Net Assets under governmental activities. Capital assets acquired by governmental funds are
recorded as expenditures in the governmental fund financial statements. The capitalization threshold for
personal property is defined to be assets with a useful life of at least one year and costing at least $5,000; real
property thresholds vary by type of asset, but are generally established at the same amount.  Assets purchased or
constructed are generally recorded at cost. If precise cost is not available (as was the case with certain
infrastructure), the asset is recorded at estimated historical cost. Donated capital assets are recorded at their
estimated fair value at the date of donation.

When constructing capital assets, interest expense incurred relating to governmental activities is not capitalized.

Depreciation of all exhaustible capital assets is charged to the various functional expenses in the government-
wide Statement of Activities. Accumulated depreciation is reported on the government-wide Statement of Net
Assets. Depreciation is provided over the estimated useful lives using the straight-line method. Estimated useful
lives are as follows:

Buildings 10-40 years

Improvements 5-40 years

Equipment 5-20 years

Vehicles 5-10 years
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BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005

NOTE1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

1. Compensated Absences

It is the District's policy to permit employees to accumulate eared-but-not-used vacation benefits in accordance
with negotiated agreements. An estimate of vacation pay is accrued when incurred in government-wide financial
statements and proprietary funds and reported as a liability. A liability for these amounts is reported in the
governmental funds only if benefits have matured as a result of employee resignations and retirements.

J. Long-term liabilities

In the government-wide financial statements, long-term debt is reported as a liability. Bond premiums and
discounts, defeasance costs, (the difference between the carrying amount of the defeased debt and its
reacquisition price in bond refunding), as well as issuance costs, are deferred and amortized over the life of the

bonds.

In the fund financial statements, governmental funds recognize bond premiums and discounts, as well as bond
issuance costs, during the current period. The face amount of debt issued is reported as other financing sources.
Premiums received on debt issuances are reported as other financing sources while discounts on debt issuances
are reported as other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds
received, are reported as debt service expenditures.

K. Net Assets/Fund Balances

The difference between assets and liabilities is "Net Assets” on the government-wide and "Fund Balance" on the
governmental fund financial statements. Net assets are divided into invested in capital assets (net of related
debt), restricted, and unrestricted. Net assets are reported as restricted when constraints are placed upon them by
external parties or are imposed by constitutional provisions or enabling legislation.

In the governmentai fund financial statements, fund balances are classified as reserved, unreserved designated,
or unreserved undesignated. Reserves represent those portions of fund balance not appropriabie for expenditure
or legally segregated for a specific future use. Designated fund balances represent tentative plans for future use
of financial resources.

L. Inventories

Inventories for the Special Revenue Fund (School Food Services Fund) are valued at average cost utilizing the
weighted average method.

M. Risk Management

The District is exposed to various risks of loss related to torts; thefts of, damage to and destruction of assets;
errors and omissions; and natural disasters. To help manage these risks, the District participates in the Utah
State Risk Management Fund, a public entity that operates like an insurance carrier. The Treasurer for the
District is insured against errors and omissions through a private insurance carrier. The District also participates
in the Utah School Boards Risk Management Mutual Insurance Association to cover its workers compensation

risks.

NOTE 2. PROPERTY TAX

Property taxes attach as an enforceable lien on property as of January 1. Taxes are levied on June 15 and are due
November 30. County property tax revenues are not recognized when levied because they are not expected to be
collected within 60 days afier the end of the current year. This policy meets the criteria of GASB.
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NOTE 3.

NOTE 4.

BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005

RECEIVABLES

Receivables at June 30, 2005, consist of the following:

Due from other
Taxes Governments Accounts Total

Governmental activities:

General Fund H $ 859,573 § 128,384 $ 987,957
Debt Service Fund - 6,943 6,943
Capital Projects Fund - 15,911 15,911
Nonomajor Funds 78,672 25,350 104,022
Total receivables S $ 9381245 $ 176i588 $1 Jl 4,833

No allowance for uncollectible accounts has been provided for because the District believes that all

accounts receivable are collectible.

CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2005, was as follows:

Beginning
Balance Additions Deletions  Ending Balance
Governmental activities:
Capital assets not being depreciated:
Land $ 2549973 § - 3 - § 2,549,973
Construction in progress 65,782 - (65,782) -
‘Water stock 75,000 - - 75,000
Total capital assets not being depreciated 2,690,755 - (65,782) 2,624,973
Capital assets being depreciated:
Buildings and improvements 71,427,205 541,987 - 71,969,192
Furniture, machinery and equipment and
vehicles 9,665,238 1,383,662 (664,926) 10,383,974
Total capital assets being depreciated 81,092,443 1,925,649 (664,926) 82,353,166
Less accumulated depreciation
Buildings and improvements : (31,740,770) (1,812,444) - (33,553,214)
Furniture, machinery and equipment and
vehicles (6,396,738) (889,805) 656,910 (6,629,633)
Total accumulated depreciation (38,137,508) (2,702,249) 656,910 (40,182,847)
Total capital assets being depreciated, net 42,954,935 (776,600) (8,016) 42,170,319
Governmental activity capital assets, net $ 451645!690 $ (776I6002 $ (73,798) § 44'795 l292
Business-type activities:
Capital assets not being depreciated:
Land $ - § 525416 § - § 525416
Construction in progress - 6,058,768 6,058,768
Total capital assets not being depreciated - 6,584,184 - 6,584,184
Depreciation expense was charged to functions as follows:
Governmental activities:
Instruction $ 1,871,576
Support services:
Students -
Instructional staff -
General administration 31,887
School administration 184,023
Business 18,105
Operations/Maintenance of plant 288,060
Student transportation 137,004
Ceatral services 8,647
Other .
School food services 162,947
Facilities acquisition/construction -
Total depreciation expense - govemmental activities $ 2,702,249
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NOTE 5.

BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005

RETIREMENT PLANS

Plan Description. Box Elder School District contributes to the Local Governmental Contributory Retirement
System and Local Governmental Noncontributory Retirement System for employers with Social Security
coverage cost-sharing multiple-employer defined benefit pension plans administered by the Utah Retirement
Systems (Systems). Utah Retirement Systems provide refunds, retirement benefits, annual cost of living
adjustments and death benefits to plan members and beneficiaries in accordance with retirement statutes.

The Systems arc established and governed by the respective sections of Chapter 49 of the Utah Code
Annotated 1953 as amended. The Utah State Retirement Office Act in Chapter 49 provides for the
administration of the Utah Retirement Systems and Plans under the direction of the Utah State Retirement
Board (Board) whose members are appointed by the Governor. The Systems issue a publicly available
financial report that includes financial statements and required supplementary information for the Local
Governmental Contributory Retirement System and Local Governmental Noncontributory Retirement System
for employers with Social Security coverage. A copy of the report may be obtained by writing to the Utah
Retirement Systems, 540 East 200 South, Salt Lake City, UT 84102 or by calling 1-800-365-8772.

Funding Policy. Plan members in the Local Governmental Contributory Retirement System are required to
contribute 6.00% of their annual covered salary (5% paid by the employer for the employee) and Box Elder
School District is required to contribute 8.89% of their annual covered salary. In the Local Governmental
Noncontributory Retirement System, Box Elder School District is required to contribute 13.38% of their
annual covered salary. The contribution rates are the actuarially determined rates. The contribution
requirements of the Systems are authorized by statute and specified by the Board.

Box Elder School District's contributions to the Local Governmental Contributory Retirement System for the
years ended June 30, 2005, 2004 and 2003, were $82,713, $71,595 and $63,214, respectively; and for the
Noncontributory Retirement System the contributions for June 30, 2005, 2004 and 2003 were $4,027,825,
$3,423,568 and $3,021,254, respectively. The contributions were equal to the required contributions for each
year.

The District also participates in the Utah Retirement System 401(k) plan. The District funds 1.5% of eligible
payroll costs. Vesting is immediate. The District contributed $452,258 in 2005 and employee contributions

were $637,197.
The District also participates in the Educators Mutual Insurance Association 401(k) plan. The District funds

1.5% of eligible payroll costs. Vesting is immediate. The District contributed $12,898 in 2005 and employee
contributions were $21,085.
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NOTE 6.

BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005

LONG-TERM OBLIGATIONS

The District has the following long-term obligations at June 30, 2005.

On July 25, 2001, the District entered into an agreement to defease the last three maturities of the 1993 Series
General Obligation Bonds through the issuance of General Obligation Refunding Bonds in the amount of
$10,885,000. Accordingly, these bonds were issued on August 9, 2001, at interest rates of 4.5% and 5.0%. An
escrow of $11,265,992 was established to pay the outstanding principal and interest of the 1993 Series Bonds.
The outstanding balance of the defeased bonds at June 30, 2005, was $3,800,000.

General obligation bonds are direct obligations and pledge the full faith and credit of the District. The general
obligation bonds payable at June 30, 2005, are serviced by revenues generated and reported in the Debt Service
Fund.

2001 G.O. Refunding Bonds:
Year Principal Interest Total Interest Rate
2006 $ 3,800,000 $ 190,000 § 3,990,000 5.00%

The Municipal Building Authority of Box Elder School District (MBA), a blended component unit of Box
Elder School District, entered into agreements to issue lease revenue bonds in the amount of $7,400,000, for the
construction of a new school. The bonds were issued on October 26, 2004, and are payable over five years
beginning June 15, 2007. The District has entered into a master lease agreement with the MBA, dated October
1, 2004, which requires the District to lease the school facility from the MBA through June 16, 2011. The lease
amount is equal to the annual debt service for each fiscal year the lease is in force. The lease provides for a
purchase price, which may be exercised by the District anytime during the period of the lease, equivalent to the
outstanding principal balance on the lease revenue bonds. The following is a debt service schedule over the
period of the bonds.

2004 Municipal Building Authority Lease Revenue Bonds:

Year Principal Interest Total Interest Rate
2006 $ - § 259,000 $ 259,000 3.50%
2007 1,380,000 259,000 1,639,000 3.50%
2008 1,430,000 210,700 1,640,700 3.50%
2009 1,475,000 160,650 1,635,650 3.50%
2010 1,530,000 109,025 1,639,025 3.50%
2011 1,585,000 55475 1,640,475 3.50%

$ 7,400,000 $ 1,053,850 $ 8.453,850
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NOTE 6.

BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005

LONG-TERM OBLIGATIONS (Continued)

The District has entered into a lease agreement as lessee for financing the acquisition of certain exercise
equipment. This lease agreement qualifies as a capital lease for accounting purposes and, therefore, has been
recorded at the present value of the future minimum lease payments at the inception date.

The assets acquired through the capital lease are as follows:

Govemmental
Activities
Asset:
Exercise equipment $ 431,803
Less: accumulated depreciation (97,036)
$ 334,767

The future minimum lease obligations and the net present value of these minimum lease payments as of June
30, 2005 are as follows:

Governmental
Activities
2006 $ 114,650
Less: amount representing interest (1,813)
Present value of minimum lease payments $ 112,837

The Board of Education has approved a post employment and retirement incentive plan for the employees of the
District. The plan is a single employer defined benefit plan administered by the District. At June 30, 2005,
there were 114 persons eligible to receive benefits. During the year ended June 30, 2005, $478,993 was
expended on these post employment benefits. The plan is financed on a pay-as-you-go basis. The District has a
potential liability for post-employment benefits for 62 retired employees. The District has recorded a liability
for this estimated amount calculated at the net present value of the estimated liability. The amount recorded in
the financial statements for 2005 is $4,043,063.

Employees are eligible after they have completed 15 years of service and are at least 55 years old, or no age
limits and have 30 years of service. Employees receive the following benefits:

1. Sick and personal leave bonus - employees receive 2% of their accumulated sick and personal leave for
each year of service up to a maximum of 60%. The percentage is calculated against the final salary rate.

2. Insurance - employees receive couple insurance coverage until death, age 65, or 4 years after retirement
date, whichever occurs first.

Classified employees who retire with at least ten years, but less than twenty years, of service are paid 10% of
their accumulated sick and personal leave. ‘
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NOTE 6.

NOTE 7.

BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005
LONG-TERM OBLIGATIONS (Continued)

Transactions affecting long-term obligations are as follows:

Beginning - Ending Due Within
Balance Additions Reductions Balance One Year

Govemmental activities:

‘Bonds Payable $ 7,420,000 $ - $ (3,620,000) $ 3,800,000 $ 3,800,000

Deferred amounts for

insurance premium -~ 191,501 - (95,751) 95,750 95,750

Total Bonds payable 7,611,501 - (3,715,751) 3,895,750 3,895,750

Capital lease 258,567 - (145,730) 112,837 112,837

Compensated absences 232,949 - (4,109) 228,840 -

Accrued medical benefits 354,944 195,582 - 550,526 -

Accrued post- _

employment benefits 3,181,958 310,462 - 3,492,420 -
Total Governmental $ 11,639,919 § 506,044 $ (3,865,590) $ 8280373 § 4,008,587
Business-type activities: .

Bonds payable p - $ 7,400,000 § - 7,400,000 § -

Included in construction in progress in the Municipal Building Authority of Box Elder School District Fund is
$118,228 in capitalized interest.

DESIGNATIONS OF FUND BALANCE
The following is a detail of the designations of fund balance as reported in the balance sheet.
General Fund

This amount represents state grant and program funding received, but not yet spent. These
funds are designated by the payor to specific purposes.

Debt Service Fund
This amount represents fund balance set aside for the retirement of general obligation debt.
Capital Projects Fund

This amount represents funds earmarked for specific construction projects or replacement of
vehicles.
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NOTE 8.

NOTE 9.

BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

For the year ended June 30, 2005, the School Lunch Special Revenue Fund had expenditures
in excess of budget. These over expenditures were funded by available fund balance.

CASH AND INVESTMENTS

The District maintains a Deposit and Investment Pool that is available for use by all funds of
the District. Each fund type's portion of this pool is disclosed on the combined balance sheet

as "cash and cash equivalents".

Deposits

At June 30, 2005, the carrying amount of the District deposits was $6,269,113 and the bank
balance was $8,557,508. Of the bank balance, $642,881 was covered by federal depository
insurance. Deposits are not collateralized nor are they required to be by state statute.
However, the State Commissioner of Financial Institutions monitors financial institutions
and establishes limits for deposit of public money at individual financial institutions, and the
District follows these recommendations. The Foundation had deposits of $177,174 with a
bank balance of $190,998, of which $146,858 was insured.

The District follows the requirements of the Utah Money Management Act (Utah Code
Annotated 1953 Section 51, Chapter 7) in handling its depository and temporary investment
transactions. This law requires the deposit of District funds in a "qualified depository”. The
act defined a "qualified depository” as any financial institution whose deposits are insured
by an agency of the Federal Government and which has been certified by the Commissioner
of Financial Institutions as meeting the requirements of the Act and adhering to the rules of

the Utah Money Management Council.

Investments

At June 30, 2005, the District's investment balances were as follows:

Investment Type Fair Value Maturity Rating
Equity Mutual Funds $ 33,687 N/A N/A
First American Treasury Obligation

Fund $ 1,548,911 Daily Unrated
Utah Public Treasurer's Investment

Fund 10,341,119 N/A Unrated
Total $ 115923!717

At June 30, 2005, the Foundation's investment balances were as follows:

Investment Type Fair Value Maturity Rating
Certificates of deposit $ 108,393 12 months Unrated
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NOTE 9.

NOTE 10.

BOX ELDER SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005

CASH AND INVESTMENTS (Continued)

Interest Rate Risk. The District has no policy regarding interest rate risk. As a means of limiting its
exposure to fair value losses arising from rising interest rates, the District invests in the Utah Public
Treasurer's Investment Fund which is short term.

Credit Risk. The District has no policy regarding credit risk. The investment in the Utah Public
Treasurer's Investment Fund is unrated. These monies are invested primarily in money market securities.
The investment in First American Treasury Obligations Fund is strictly short term and involves funds
received from the MBA lease revenue bond and is expected to be used by November 2005.

Custodial Credit Risk. For an investment, the custodial risk is the risk that in the event of the failure of
the counterparty, the District will not be able to recover the value of its investments that are in the
possession of an outside party. The District's $33,687 investments in mutual funds are uninsured and
unregistered investments for which the securities are held by the counterparty, or by its trust department
but not in the District's name. The District has no policy on custodial credit risk.

As reported in the financial statements:

Governmental Activities:
Cash and cash equivalents . § 15,735,486
Investments 33,687
Business-type Activities:
Restricted cash and cash equivalents 1,548,911
" Component Unit:
Cash and cash equivalents 177,174
Investments 108,393
Fiduciary Funds - cash and cash equivalents 874,746

$ 18,478,397

The Utah Public Treasurer's Investment Fund (UPTIF) is an external deposit and investment pool wherein
governmental entities are able to pool the monies from several entities to improve investment efficiency
and yield. These monies are invested primarily in money market securities and contain no withdrawal
restrictions. As such, the monies invested in this fund are not insured and are subject to the same market
risks as any similar investment in money market funds. The Fund investments must comply with the
provisions of the Utah Money Management Act. The Fund is not SEC registered and is unrated. The fair
value of the School District's position in the fund is the same as the value of fund shares.

RECONCILIATION OF INTERFUND BALANCES AND TRANSFERS

The following table provides a reconciliation of all interfund transfers:

Fund Transfers in - Fund Transfers out
General Fund $ 1,500,000 Capital Project Fund $__ 1,500,000
$ IISOOiOOO $ 1£001000

The transfer was made to alleviate unreserved and undesignated operating deficits in the General Fund.

Short term interfund borrowings were necessary at year end to eliminate the deficit pooled cash balance in
the Municipal Building Authority of Box Elder School District Fund of $493,199. The total of $493,199
was borrowed from the General Fund and was re-paid at the beginning of the new fiscal year. The
amounts are shown as Due to/from other funds in the governmental funds balance sheet and the
government-wide statement of net assets.
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"Let us think of education as the means
of developing our greatest abilities,
because in each of us
there is a private hope and dream
which, fulfilled,
can be translated into benefit
for everyone
and greater strength for our nation."

John F. Kennedy
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BOX ELDER SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE-BUDGET AND ACTUAL

MAJOR DEBT SERVICE FUND

FOR THE YEAR ENDED JUNE 30, 2005

Revenues:
Property tax
Earnings on investments
Other

Total revenues

Expenditures:
Debt service:
Principal retirement
Interest and fiscal charges
Other

Total expenditures

Excess (deficiency) of revenues over
(under) expenditures

Other financing sources (uses):
Bond proceeds
Bond refunding and related costs
Operating transfers in
Operating transfers out
Total other financing sources (uses)

Net change in fund balances

Fund balance - beginning
Fund balance - ending

Variance with
Final Budget -
Budgeted Amounts Actual Positive
Origina Final Amounts (Negative)
$ 3,767,578 $3,767,578 $ 3,679,060 (88,518)
48,716 50,000 79,346 29,346
- 150 - (150)
3,816,294 3,817,728 3,758,406 (59,322)
3,620,000 3,620,000 3,620,060 -
371,000 371,248 374,000 (2,752)
118,580 118,332 7,500 110,832
4,109,580 4,109,580 4,001,500 108,080
(293,286) (291,852) (243,094) 48,758
9,580 - - -
9,580 - - -
(283,706) (291,852) (243,094) 48,758
975,991 975,991 975,991 -
$ 692,285 $ 684,139 $ 732,897 48,758
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BOX ELDER SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGE IN FUND BALANCE - BUDGET AND ACTUAL

MAJOR CAPITAL PROJECT FUND
FOR THE YEAR ENDED JUNE 30, 2005

Revenues:
Local sources:
Property taxes
Charges for services
Earnings on investments
Other revenue

Total local sources
State sources;
Restricted grants in aid

Total state sources
Federal sources:
Restricted grants in aid
Total federal sources
Total revenues

Expenditures:
Support services:
Operation and maintenance of facilities
Facilities acquisition/construction
Debt service:
Principal retirement
Interest and fiscal charges
Other

Total expenditures
Excess (deficiency) of revenues over
(under) expenditures

Other Financing Sources (Uses):
Insurance Proceeds
Proceeds from bonds
Sale of fixed assets
Operating Transfers In
Operating Transfers Out

Total other financing sources (uses)
Net change in fund balances

Fund balance - beginning
Fund balance - ending

Variance with

Final Budget -
::lgggted Amounts Actual Positive
Orniginz Final Amounts (Negative)
$ 2,551,042 $ 2920479 $ 2,675,680 $ (244,799)
135,000 80,000 63,815 (16,185)
15,000 58,000 73,082 15,082
- - 33,687 33,687
2,701,042 3,058,479 2,846,264 (212,215)
300,000 78,160 78,160 -
300,000 78,160 78,160 -
3,001,042 3,136,639 2,924 424 (212,215)
425,000 455,000 425,000 30,000
2,487,274 9,231,571 2,138,062 7,093,509
; 142,000 145,730 (3,730)
- 12,000 7,016 4,984
2,912,274 9,840,571 2,715,808 7,124,763
88,768 (6,703,932) 208,616 6,912,548
- - 2,860 2,860
- 8,050,000 - (8,050,000)
400,000 24,000 54,270 30,270
(720,000) (1,400,000) _ (1,500,000) (100,000)
(320,000) 6,674,000 (1,442,870) (8,116,870)
(23.1,232) (29,932) (1,234,254) (1,204,322)
2,072,860 2,072,860 2,072,860 -
$ 1,841,628 $ 2,042,928 $ 838,606 $ (1,204,322)
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BOX ELDER SCHOOL DISTRICT
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS

JUNE 30, 2005

Special Revenue Funds

Total
NonK-12 School Building Nonmajor
Programs Lunch Total Reserve Governmental
Assets: )
Cash and investments $ 510,665 $ 590,802 $ 1,101,467 $ 989,034 § 2,090,501
Accounts receivable 25,202 148 25,350 - 25,350
Intergovernmental receivable - 78,672 78,672 - 78,672
Inventory - 153,715 153,715 - 153,715
Total assets $ 5352867 $ 823,337 $ 1,359,204 $ 089034 § 2,348,238
Liabilities: ‘
Accounts payable $ 52478 $ 11,786 § 64,264 % - 3 64,264
Accrued salaries and benefits 51,723 77,429 129,152 - 129,152
Deferred revenue 252,989 - 252,989 - 252,989
Interfund payable - - - - -
Accrued medical benefits - - - - -
Total liabilities 357,190 89,215 446,405 - 446,405
Fund balances:
Reserved for:
Inventories - 153,715 153,715 - 153,715
Unreserved:
Designated for:
Undistributed reserve - - - - -
Program designations 83,262 - 83,262 989,034 1,072,296
Undesignated, reported in:
Unappropriated fund balance 95,415 580,407 675,822 - 675,822
Total fund balances 178,677 734,122 912,799 989,034 1,901,833
Total liabilities and fund balances _$ 535,867 $ 823,337 $ 1,359,204 $ 989,034 $ 2,348,238
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BOX ELDER SCHOOL DISTRICT

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

Revenues:
Property tax
Charges for services
Earnings on investments
State aid
Federal aid

Total revenues

Expenditures:

Instruction
Support services:

Instructional staff

General administration

Operation and maintenance of facilities
Community services
Facilities acquisition/construction
School lunch services

Total expenditures

Excess of revenues over expenditures

Other financing sources:
Insurance proceeds
Sale of fixed assets
Operating transfers in
Operating transfers out
Total other financing sources (uses)

Net change in fund balances

Fund balances - beginning
Fund balances - ending

NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2005

Special Revenue Funds

Total
Nonmajor
School Non K-12 Building Governmental
Lunch Programs Total Reserve Funds

$ - $1,071,176  $1,071,176 § - $ 1,071,176

1,323,469 333,827 1,657,296 - 1,657,296

11,781 12,962 24,743 23,625 48,368

378,280 608,489 986,769 - 986,769

1,358,830 267,138 . 1,625,968 - 1,625,968

3,072,360 2,293,592 5,365,952 23,625 5,389,577

- 770,309 770,309 - 770,309

- 261,071 261,071 - 261,071

- 74,276 74,276 - 74,276

- 14,867 14,867 - 14,867

- 1,205,429 1,205,429 - 1,205,429

3,084,124 - 3,084,124 - 3,084,124

3,084,124 2,325,952 5,410,076 - 5,410,076
(11,764) (32,360) (44,124) 23,625 (20,499)
(11,764) (32,360) (44,124) 23,625 (20,499)

745,886 211,037 956,923 965,409 1,922,332

$ 734,122 § 178677 § 912,799 " § 989,034 § 1,901,833
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BOX ELDER SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
' SCHOOL LUNCH L
NONMAJOR SPECIAL REVENUE FUND
FOR THE YEAR ENDED JUNE 30, 2005

Variance with

Final Budget -
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Revenues:
Local sources: :
Lunch sales - children $ 1,150,000 $ 1,186,000 $ 1,221,429 $ 35,429
Lunch Sales - adult 65,000 74,700 78,360 3,660
Earnings on investments 5,500 7,000 11,781 4,781
Other Income _ 5,000 5,330 23,680 18,350
Total local sources 1,225,500 1,273,030 1,335,250 62,220
State sources: : '
State lunch program 330,000 310,000 378,280 68,280
Total state sources 330,000 310,000 378,280 68,280
Federal sources: :
School lunch reimbursement 205,000 222,000 224,177 2,177
School lunch free and reduced reimbursement 690,357 900,000 935,775 35,775
School breakfast 130,000 150,000 198,079 48,079
Other child nutrition:
USDA foods 200,000 - - -
Summer migrant - - - -
Other 700 15,800 799 (15,001)
Total federal sources 1,226,057 1,287,800 1,358,830 71,030
Total revenues 2,781,557 2,870,830 3,072,360 . 201,530
Expenditures:
School food services:
Salaries 1,147,591 1,130,772 1,144,744 (13,972)
Employee benefits 366,994 374,951 373,209 1,742
Purchased services 13,800 14,000 10,789 3,211
Supplies and materials 1,397,691 1,330,000 1,355,164 (25,164)
Equipment 30,000 35,000 20,416 14,584
Other objects 126,730 158,519 179,802 (21,283)
Total expenditures 3,082,806 3,043,242 3,084,124 (40,882)
Net change in fund balances (301,249) (172,412) (11,764) 160,648
Fund balances - beginning 745,886 745,886 745,886 -
Fund balances - ending $ 444,637 $ 573,474 $ 734,122 $ 160,648
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BOX ELDER SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
NON K-12 FUND
NONMAIJOR SPECIAL REVENUE FUND
FOR THE YEAR ENDED JUNE 30, 2005

Revenues:
Local sources:
Property taxes and fee in lieu
Charges for services
Earnings on investments
Other income
Total local sources
State sources:
Adult high school completion
Special education preschool
Other
Total State Sources
Federal sources:
Pre-school incentive
Migrant program
Adult education
Total federal sources

Total revenues

Expenditures:

Instruction
Support services:

Instructional staff

General administration

Operation and maintenance of facilities
Community services
Facilities acquisition/construction

Total expenditures

Excess (deficiency) of revenues over
(under) expenditures

Other financing sources (uses):
Operating transfers in
Total other financing sources (uses)

Excess (deficiency) of revenue and other sources

over expenditures and other uses

Fund balances - beginning
Fund balances - ending

Variance with

Final Budget -
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
$ 1,019,581 $ 1,099,151 $ 1,071,176 3 (27,975)
271,000 743,399 333,827 (409,572)
6,000 6,000 12,962 6,962
1,296,581 1,848,550 1,417,965 (430,585)
142,000 204,882 204,882 -
375,000 375,871 403,607 27,736
13,791 97,362 - (97,362)
530,791 678,115 608,489 (69,626)
120,000 166,507 119,063 (47,449)
104,000 - 100,631 100,631
46,000 100,631 47,444 (53,187)
270,000 267,138 267,138 -
2,097,372 2,793,803 2,293,592 (500,211)
741,821 986,898 770,309 216,589
251,416 334,477 261,071 73,406
71,528 95,159 74,276 20,883
14,318 19,048 14,867 4,181
1,138,289 1,341,365 1,205,429 135,936
2,217,372 2,776,947 2,325,952 450,995
(120,000) 16,856 (32,360) (49,216)
120,000 - - -
120,000 - - -
- 16,856 (32,360) (49,216)
211,037 211,037 211,037 -
211,037 $ 227,893 $ 178,677 $ (49,216)
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BOX ELDER SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
NONMAJOR BUILDING RESERVE FUND
FOR THE YEAR ENDED JUNE 30, 2005

Variance with
Final Budget -
Budgeted Amounts Actual Positive

Original Final Amounts (Negative)
Revenues: .
Local sources:
Property taxes $ -
Earnings on investments 12,000
Other revenue

g

16,000 23,625 7,625

Total local sources 12,000 16,000 23,625 7,625
State sources:
Restricted grants in aid - - - -

Total state sources - - - -
Total revenues ' 12,000 16,000 23,625 7,625

Expenditures:
Capital outlay:
Salaries - - - -
Employee Benefits - - - .
Purchased Services - - - - -
Land and Improvements -
Buildings 976,346 - - -
Vehicles - - - -
Furniture and Fixtures - - : - -

Other New Equipment -
Total Capital Outlay 976,346 - - R

Total expenditures » 976,346 - - -

Excess (deficiency) of revenues over (under)
expenditures (964,346) -~ 16,000 23,625 7,625

Other Financing Sources (Uses):
Insurance Proceeds - - - -
Sale of fixed assets ' - : - ' - -
Operating Transfers In S - - -
Operating Transfers Out - - - -

Total other financing sources (uses)

Net change in fund balances (964,346) 16,000 23,625 -

Fund balance - beginning 965,409 965,409 965,409.

Fund balance - ending $ 1,063 $ 981,409 $ 989,034 $ 7,625
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“Education is what survives
when what has been learned

has been forgotten.”
B.F. Skinner

“Education costs money,
but then

so does ignorance.”
Sir Claus Moser
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PUBLIC
ACCOUNTANTS

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Education
Box Elder School District
Brigham City, Utah 84302

Compliance

We have audited the compliance of Box Elder School District with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the year ended
June 30, 2005. Box Elder School District's major federal programs are identified in the accompanying
schedule of expenditures of federal awards. Compliance with the requirements of laws, regulations,
contracts and grants applicable to each of its major federal programs is the responsibility of Box Elder
School District's management. Our responsibility is to express an opinion on Box Elder School
District's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct and
material effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about Box Elder School District's compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. OQur audit does not provide a legal determination of Box Elder School
District's compliance with those requirements.

In our opinion, Box Elder School District complied, in all material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the year ended June 30,
2005.
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Internal Control Over Compliance

The management of Box Elder School District is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants applicable
to federal programs. In planning and performing our audit, we considered Box Elder School District's

internal control over compliance with requirements that could have a direct and material effect on a
major federal program in order to determine our auditing procedures for the purpose of expressing our

opinion on compliance and to test and report on internal control over compliance in accordance with
OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters in
the internal control that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a relatively
low level the risk that noncompliance with applicable requirements of laws, regulations, contracts and
grants that would be material in relation to a major federal program being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned
functions. We noted no matters involving the internal control over compliance and its operation that we
consider to be a material weakness.

This report is intended for the information of the management and federal awarding agencies and pass-

through entities, and is not intended to be and should not be used by anyone other than these specified
parties.

&/Z?gm,@v& %

Brigham City, Utah
October 6, 2005
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BOX ELDER SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF F EDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2005

Federal Grantor/ Federal Pass-Thru
. Pass - Thru Grantor/ CDFA Grantor's
Program Title Number Number Expenditures
U.S. Department of Education
Adult Education-State Administered Basic Grant Program 84.002A 33 $ 47,444
Chapter I Grants to Local Educational Agencies 84.010A 8 655,275
Migrant Education-Basic State Grant Program 84.011A 15 100,631
Chapter 1 Program for Neglected and Delinquent Children 84.013A 13 3,241
Special Education-Grants to States 84.027A 19 2,152,377
Vocational Education-Basic Grants to States 84.048A 20721 185,031
Special Education-Preschool Grants 84.173A 52 119,063
Service for Expelled/Suspended 84.184 59 68,528
Drug Free Schools and Communities - State Grants 84.186A 9 43,870
Tech-Prep Education 84.243A 26 73,159
Innovative Programs & Administration 84.298A 90 103,950
Tech-Literacy Challenge 84.318X 7 25,653
English Language Acquisition-State Formula 84.365A 73 25,783
Improving Teacher Quality Grants 84.367 74 410,669
FIE Earmark 84.215F 1,848
Total U.S. Department of Education 4,016,522
U.S. Department of Agriculture
Food Distribution 10.550 39 194,938
School Breakfast Program 10.553 44 198,079
National School Lunch Program 10.555 42/43 1,159,952
Summer Food Service Program for Children 10.559 48/45 799
Schools and Roads-Grants to States 10.665 N/A 12,404
Total U.S. Department of Agriculture 1,566,172
U.S. Department of Health & Human Services
Medica! Assistance Program (Medicaid: Title XIX) 93.778 876000480005 649,875
Total U.S. Department of Health & Human Services 649,875

Total Expenditures of Federal Awards

*Major Programs

The accompanying notes are an integral part of this schedule.
4

$ 6,232,569
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NOTE 1

NOTE 2

BOX ELDER SCHOOL DISTRICT
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2005

PURPOSE OF SCHEDULE

The accompanying Schedule of Expenditures of Federal Awards is a supplementary
schedule to the District's financial statements and is presented for purposes of additional
analysis. Because the schedule presents only a selected portion of the activities of the
District, it is not intended to, and does not, present either the financial position, changes
in fund balances or other current funds revenue, expenditures and other changes of the
District. '

SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The information in the schedule is presented in accordance with OMB Circular A-133.

Pursuant to the Single Audit Act of 1984 (Public Law 98-502), the Single Audit Act
Amendments of 1996 (Public Law 104-156) and OMB Circular A-133, federal awards are
defined as assistance provided by a federal agency, either directly or indirectly, in the
form of grants, contracts, cooperative agreements, loans, loan guarantees, property,
interest subsidies, insurance, or direct appropriations. Accordingly, nonmonetary federal
assistance, including federal surplus property, would be included in federal awards, if
applicable, and therefore, would be reported on the schedule. Federal awards do not
include direct federal cash assistance to individuals. Solicited contracts between the State
and Federal government for which the Federal Government procures tangible goods or
services are not considered to be federal awards.

The Single Audit Act Amendments of 1996 and OMB Circular A-133 establish the levels
of expenditures or expenses to be used in defining Type A and Type B federal award
programs. Type A programs, for the District, are those programs, which exceed $300,000
in federal expenditures, distributions, or issuances for the year ended June 30, 2005.

50




NOTE 2

BOX ELDER SCHOOL DISTRICT
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2005

SIGNIFICANT ACCOUNTING POLICIES (continued)

Reporting Entity

The reporting entity is fully described in Note 1 of the District's financial statements. The
schedule includes all federal award programs administered by the District for the year
ended June 30, 2005.

Basis of Accounting

The expenditures in the schedule are recognized as incurred based on the accrual basis of
accounting and the cost accounting principles contained in OMB Circular A-87, Cost
Principles for State and Local Governments. Under these cost principles certain types of
expenditures are not allowable or are limited as to reimbursement.

The schedule does not include matching expenditures.

Some of the District's federal awards are received directly from the granting federal
agency (i.e., the District is the primary recipient). However, the majority of federal
awards, as identified on the schedule, are passed through a separate entity prior to receipt
by the District (i.e., the District is a sub-recipient).
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BOX ELDER SCHOOL DISTRICT
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2005

NOTE3 RECONCILIATION OF AMOUNTS REPORTED ON SCHEDULE OF
EXPENDITURES OF FEDERAL AWARDS TO THE DISTRICT'S FINANCIAL
REPORT

The following is a reconciliation of the amounts reported in the Schedule of Expenditures
of Federal Awards with the amounts reported in the District's fund financial statements.

Federal funds reported in the General Fund $ 3,919,967
Federal funds reported in the Non K-12 Fund 267,138
Federal funds reported in the School Lunch Fund 1,358,830

$ 5,545,935
Plus:

Amount recorded on Schedule for Food
Distribution not recorded on the fund financial
statements. 194,938

Amount recorded in Agency Fund not recorded
as revenue on the fund financial statements. 223,003

Amount of Medicaid funds recorded as federal in
General Fund statements but are state funds , (250,978)

Amount recorded in Agency Fund for Medicaid

and passed through to Cache County School

District and Logan City School District not

reported as revenue on the fund financial

statements , 519,671

Expenditures of Federal Awards : $ 6,232,569
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BOX ELDER SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2005

Section I - Summary of Auditor's Results
Fi ial S

Type of Auditor'’s report issued:
Internal control over financial reporting:

Material weakness(es) identified?
Reportable condition(s) identified not
considered to be a material weakness?

Noncompliance material to financial statements

Federal Awards

Internal control over major programs:

Material weakness(es) identified?
Reportable condition(s) identified not
considered to be a material weakness?

Type of Auditor's report on compliance for major
programs:;

Any audit findings disclosed that are required to be

reported in accordance with Circular A-133,
Section .510(a)?

Identification of major programs:

CFDA Numbers

10.553
10.555
84.011A
84.298

Dollar threshold used to distinguish between Type
A and Type B programs:

Auditee qualified as low-risk auditee?

53

Unqualified

—.yes _X no

yes _X none reported

yes _X no

—_Yyes _ X no

—yes _X none reported

Ungualified

——Yyes _X no

Name of Federal Program or Cluster

School Breakfast Program

National School Lunch Program
Migrant Education-Basic State Grant
Innovative Programs

$300,000
X yes __no




BOX ELDER SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2005

Section II - Financial Statement Findings
This section identifies the reportable conditions, material weaknesses, and instances of
noncompliance related to the financial statements that are required to be reported in accordance

with paragraphs 5.18 through 5.20 of Government Auditing Standards.

There were no reportable conditions or material weaknesses noted during our audit, which are
required to be reported. Accordingly, no such matters are reported.

Section ITI - Federal Award Findings and Questioned Costs
There were no federal award findings or questioned costs noted during our audit that are

required to be reported in accordance with OMB Circular A-133. Accordingly, no such matters
are reported.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Education
Box Elder School District

We have audited the financial statements of the governmental activities, the business-type activity, the
discretely presented component unit, each major fund, and the aggregate remaining fund information
of Box Elder School District as of and for the year ended June 30, 2005, which collectively comprise
Box Elder School District’s basic financial statements and have issued our report thereon dated
October 6, 2005. We conducted our audit in accordance with auditing standards generally accepted
in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Box Elder School District’s internal control
over financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinions on the financial statements and not to provide assurance on the internal control over
financial reporting. Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control that might be material weaknesses. A material
weakness is a reportable condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements caused by
error or fraud in amounts that would be material in relation to the financial statements being audited
may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over financial
reporting and its operation that we consider to be material weaknesses.

However, we noted other matters involving the internal control over financial reporting that we
have reported to management of Box Elder School District in the accompanying Schedule of
Findings, Recommendations and Responses.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Box Elder School District’s financial
statements are free of material misstatement, we performed tests. of its compliance with certain
provisions of laws, regulations, contracts, and t agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement accounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under  Government Auditing
Standards. However, we noted certain immaterial instances of noncompliance, which have been
reported to management Box Elder School District in the accompanying Schedule of Findings,
Recommendations, and Responses.

This report is intended solely for the information and use of Box Elder School District’s management,
Board of Education, and federal awarding agencies and pass-through entities and is not intended to
be and should not be used by anyone other than these specified parties.

Ligners 0o P
Bri ity, Utah
October 6, 2005
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AUDITORS’ REPORT ON LEGAL COMPLIANCE

To the Board of Education
Box Elder School District

We have audited the financial statements of the governmental activities, the business-type activity, the
discretely presented component unit, each major fund, and the aggregate remaining fund information
of Box Elder School District, for the year ended June 30, 2005, which collectively comprise the
District’s basic financial statements and have issued our report thereon dated October 6, 2005. As
part of our audit, we have audited the Box Elder School District’s compliance with the requirements
governing types of services allowed or unallowed; eligibility; matching, level of effort, or earmarking;
reporting; special tests and provisions applicable to each of its major State assistance programs as
required by the State of Utah's Legal Compliance Audit Guide for the year ended June 30, 2005. The
District had the following major State assistance programs from the State of Utah:

State Office of Education:
Minimum School Program
School Lunch

The District also received the following nonmajor grant which is not required to be audited for
specific compliance requirements: (However, this program was subject to testwork as part of the audit
of the District’s financial statements.)

Drivers Education

Our audit also included testwork on the District's compliance with those general compliance
requirements identified in the Compliance Manual for Audits of Local Governments in Utah including:

Public Debt

Cash Management

Purchasing Requirements

Budgetary Compliance

Truth in Taxation and Property Tax Limitations
Other General Compliance Issues

The management of the Box Elder School District is responsible for the District's compliance with
all compliance requirements identified above. Our responsibility is to express an opinion on
compliance with those requirements based on our audit.
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We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether material noncompliance with the requirements referred to above occurred. An audit
includes examining, on a test basis, evidence about the District's compliance with those requirements.

We believe that our audit provides a reasonable basis for our opinion.

The results of our audit procedures disclosed immaterial instances of noncompliance with the
requirements referred to above, which is described in the accompanying Schedule of Findings,
Recommendations and Responses. We considered these instances of noncompliance in forming our
opinion on compliance, which is expressed in the following paragraph.

In our opinion, the Box Elder School District, complied, in all material respects, with the general
compliance requirements identified above and the requirements governing types of services allowed
or unallowed; eligibility; matching, level of effort, or earmarking; reporting; and special tests and
%ovzi(s)i&ns that are applicable to each of its major State assistance programs for the year ended June
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BOX ELDER SCHOOL DISTRICT
SCHEDULE OF FINDINGS, RECOMMENDATIONS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2005

STATE LEGAL COMPLIANCE FINDINGS

05-01

05-02

BUDGETARY COMPLIANCE
Finding:

Utah State Statutes require that the School District not incur expenditures in excess of the total
appropriations for any fund during the fiscal year. We noted that the actual expenditures in the

School Food Services Fund exceeded the total appropriations during the fiscal year ended June
30, 2005.

Recommendation:

We recommend that the administrative staff of the School District carefully monitor the
expenditures and transfers of all funds to ensure that they are not in excess of the approved
budgetary appropriations.

Response:

The School District administrative staff carefully prepares and monitors budgetary amounts.
Attention is given to this process and it is monitored regularly. We will continue to diligently
work on this issue to ensure that the most accurate figures are developed and reported. We wiil
also more closely monitor the adjustments made for year end reporting to ensure compliance
with budgetary statutes.

CASH MANAGEMENT
Finding:

We noted during our audit of cash and investments that the School District received a
donation of aggressive growth mutual funds. Aggressive growth mutual funds are not an
allowed investment for a local government per Utah Code 51-7-11(3). The normal
practice of the School District, when receiving donated mutual funds, is to liquidate
the mutual funds within five days of receipt. However, in this case, liquidation did not
occur within the five day period and the mutual funds were still held at year end.

Recommendation:

We recommend that the investments of the School District be in compliance with Utah.
Code 51-7-11(3) and that donated investments, that are not in compliance with Utah Code be
liquidated in accordance with School District practice. :

Response:

The Business Office staff will carefully monitor donated investment accounts to assure they
are liquidated or reinvented in accordance with Board policy.
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BOX ELDER SCHOOL DISTRICT
SCHEDULE OF FINDINGS, RECOMMENDATIONS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2005

05-03 TRUTH IN TAXATION

05-04

Finding:

Utah Code 59-2-919 requires that if a local governmental entity proposes a tax rate in
excess of the certified tax rate, the local governmental entity must advertise its intent to
exceed the certified tax rate in a newspaper of general circulation in the county. The
advertisement must appear once each week for the two weeks preceding the hearing. The
date of the advertisement must be a least seven days prior to the hearing. We noted that
advertisement for the proposed tax rate was published the day of the hearing and
one week prior to the hearing. This does not meet the required 14 days advertisement
period as required in the Utah Code.

Recommendation:

We recommend that the School District take the necessary steps to meet the requirements
of the Utah Code when proposing a tax rate that exceeds the certified tax rate.

Response:

In the past we have followed counsel from the Utah State Tax Commission, which is
apparently not in accordance with Utah Code. Staff has already adjusted calendars to
assurance compliance. '

FALL ENROLLMENT PROCEDURES-FALL 2005:
Finding:

We noted during our agreed upon procedures engagement for the Fall Enrollment Report
for the first school day in October 2005, that there were several instances where the
required transfer documentation was not in accordance with requirements of the
Utah State Office of Education (USOE). These instances were reported, to the USOE and
District management, in a separate report dated October 3, 2005.

Recommendation:

We recommend that District management conduct training sessions emphasizing the
additional documentation requirements. We also recommend that follow-up visits be made to
ensure that documentation requirements are understood and followed.

Response:

The Business Office will conduct training for school personnel responsible for attendance

reporting. Such reporting will also be reviewed as part of our annual internal review of
school business functions.




BOX ELDER SCHOOL DISTRICT
SCHEDULE OF FINDINGS, RECOMMENDATIONS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2005

OTHER FINDINGS

05-05 PURCHASING PROCEDURES FOR CAPITAL ASSETS

05-06

Finding:

The purchasing policies of the School District indicate that schools should purchase
all capital assets through the purchasing system administered at the District Office. We found
that several secondary schools did not follow this policy and purchased capital assets through
their own disbursement systems. The purchasing policy regarding capital assets is in place for
several reasons but mainly so that District Office personnel can ensure that proper purchasing
procedures have been followed, that all attempts have been made to obtain the best price and

that the purchases are properly recognized and reported in the capital asset records maintained
at the District Office.

Recommendation:

We recommend that the School District administrative personnel re-emphasize the policy
related to the purchasing of capital assets to all secondary school principals and staff and that
the policy be enforced on all future purchases of capital assets.

Response:

The Business Office will inform and instruct secondary schoo! principals and clerical staff
regarding district policy related to the purchasing of capital assets. We will closely monitor
capital transactions as they are reported to the Business Office.

PAYMENTS FOR SCHOOL BUS DELIVERY
Finding:

The School District has a practice of allowing its new buses to be picked up at the vendor’s
plant by bus drivers who are employed by the School District. The practice is to provide the bus
drivers with the amount of funds that the vendor would charge for delivery without a
requirement or accountable plan in force to require the bus drivers to provide substantiation for
expenses incurred.

Federal and state payroll regulations indicate that any payments to employees absent an
accountable plan, as defined by the Internal Revenue Service, would result in compensation to
the employee and require the School District to report such information on W-2's and payroll
tax filings.

Recommendation:

We recommend that any future payments to employees for the delivery of buses be in
accordance with federal and state payroll requirements.
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05-06

05-07

05-08

BOX ELDER SCHOOL DISTRICT
SCHEDULE OF FINDINGS, RECOMMENDATIONS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2005

PAYMENTS FOR SCHOOL BUS DELIVERY (continued)

Response:

The District Transportation Department has been informed that future purchases of buses
will be FOB Brigham City, Utah.

OTHER PURCHASING REQUIREMENTS

Finding:

In our testing of the accounts i)ayable disbursements, we noted an instance where the
accounts payable voucher was only approved by the Supervisor-Director. School District
policy requires that accounts payable vouchers be approved by the Principal, if applicable,
the Supervisor-Director and the Finance Director or Business Administrator.

We also noted an instance where the purchasing policies required the use of a purchase
order but no purchase order was used. The only documentation for the purchase was an invoice,
which was properly approved.

Recommendation:

We recommend that the purchasing policies of the School District be re-emphasized to
all employees and that future disbursements comply with such policies.

Response

The Business Office will re-emphasize the district disbursement policy with school
administration and staff,

VOID CHECKS

Finding:

We found several void checks that were not entered into the bank reconciliation system

in a timely manner. This resulted in an audit adjustment, which if not made, would have
had a material affect on the financial statements.




BOX ELDER SCHOOL DISTRICT
SCHEDULE OF FINDINGS, RECOMMENDATIONS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2005

05-08 VOID CHECKS (continued)

Recommendation:

The discovery of void checks and the timely entering of the void checks into the bank
reconciliation system is a very important internal control. Without this control, bank
reconciliations could be materially misstated. We recommend that this function be
given prompt attention every month and that outstanding checks, especially those with
large balances, be reviewed and investigated. In order to enhance internal controls, this function
should be performed by an employee not involved in the disbursement process.

Response:

This function has been reassigned to a different staff person.



BOX ELDER SCHOOL DISTRICT
STATUS OF PRIOR YEAR FINDINGS AND RECOMMENDATIONS
FOR THE YEAR ENDED JUNE 30, 2005

STATE LEGAL COMPLIANCE FINDINGS

04-01

BUDGETARY COMPLIANCE

Finding:

Utah State Statutes require that the School District shall not incur expenditures in excess of the
total appropriations for any fund during the fiscal year. We noted that the actual expenditures
in the Capital Projects Fund and the Non K-12 Fund exceeded the total appropriations during
the fiscal year ended June 30, 2004.

Recommendation:

We recommend that the administrative staff of the School District carefully monitor the
expenditures and transfers of all funds to ensure that they are not in excess of the approved
budgetary appropriations.

Status:
The Capital Projects Fund and the Non K-12 Fund did not have expenditures in excess of

budget in 2005, however, the School Food Services Fund had expenditures in excess of
appropriations in 2005. See 05-01.
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